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NEW YORK STOCK EXCHANGE 1949 1948 

MONTH END DATA October September August October 

Shares Listed pete (Mil.) 2,145 2,162 2,154 2,008 
Market Value of Listed Shares (Mil. $) 72,631 70,700 68,668 72,186 
Par Value of Bonds Listed (Mil. $) 129,870 129,874 131,254 131,226 
Market Value of Listed Bonds (Mil. $) 132,221 132,210 133,643 130,945 
Market Value of All Listed Securities (Mil. $) 204,852 202,910 202,311 203,131 
Stock Issues Listed (No.) 1.452 1,460 1,454 1,415 
Bond Issues Listed ee (No.) 917 923 924 905 
Total Stock and/or Bond Issuers (No.) 1,251 1,251 1,247 1,227 
Stock Price Index (12/31/24 = 100) AB (%) 75.9 73:2 7a5 78.8 
Flat Average Price—All Stock Issues A ($) 43.75 43.37 42.71 45.26 
Shares: Market Value — Shares Listed A ($) 33.86 32.70 31.88 35.95 
Bonds: Market Value — Par Value A ($) 101.81 101.80 101.82 99.79 
Member Borrowings on U. S. Govt. Issues (Mil. $) 152 143 144 51 
Member Borrowings on Other Collateral (Mil. $) 420 430 393 252 
Per cent of Mkt. Val. of Listed Shares (%) 0.58 0.61 0.57 0.35 
Member Borrowings—Total (Mil. $) 572 573 538 303 
N. Y. S. E. Members’ Branch Offices (No.) 971 962 964 924 
Total Non-Member Correspondent Offices (No.) 2,805 2,802 2,788 2,729 
Customers’ Net Debit Balances C (Mil. $) 783 740 699 580 
Credit Ext. on U. S. Govt. Obligations (Mil. $) 72 73 75 45 
} Customers’ Free Credit Balances C (Mil. $) 586 580 548 540 

DATA FOR FULL MONTH 
Reported Share Volume (Thou.) 28.891 23,837 21,785 20,434 
Ratio to Listed Shares (%) 1.34 1.10 1.01 1.02 
a ee ee ee (Thou.) 1,284 1,135 947 908 
Total Share Volume (Incl. Odd Lots) D (Thou.) 36,071 29,617 28,678 26,158 
Money Value of Total Share Sales D (Thou. $) 905,375 729,131 671,814 746,391 
Reported Bond Volume (Par Value) (Thou. $) 63,934 55,413 66,223 72,582 
Ratio to Par Value of Listed Bonds (%) 049 .042 051 055 
Daily Average (Thou. $) 2.842 2,639 2,879 3.226 
Total Bond Volume (Par Value) D (Thou. $) 64,706 55,721 73,916 74,345 
Money Value of Total Bond Sales D (Thou. $) 47,938 44,469 57,108 54,179 
N. Y. S. E. Memberships Transferred (No.) 4 3 5 1 
Average Price ($) 48,250 46,500 42,400 50,000 
11/15/49 10/14/49 9/15/49 11/15/48 
Shares in Short Interest D (Thou.) 2,230 | 2,134 932 
| 























A—Based on issues listed at the end of each month; such issues 


and/or their amounts vary from month to month. 


B—Adjusted for split-ups, split-downs, and stock dividends but 


NOT for new listings or suspensions. 


C—Reported only by member firms which carry margin ac- 
counts. Excludes accounts carried for member firms which 


are members of national securities exchanges and for general 
partners of such firms. 


D—Based on ledger dates. 


FRONT COVER PHOTO BY EWING GALLOWAY 
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sorter to set his mind in tune with the 
current impulses which lead people to 
buy and sell securities. The urge to sell a 
year ago was connected with fears of polit- 
ical and economic developments that did 
not come to pass, following the 1948 Pres- 
idential Election; but anyone who ignored 
those impulses temporarily was dead 
wrong about the market. The present urge 
to buy, as I see it, is closely con- 
nected with an impelling desire to obtain 
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a higher return on one’s invested money. 

At long last people have seemed lately 
to be tiring of the very low yields on non- 
risk securities. As compared with 2 per 
cent in most savings banks, 2.20 per cent 
on long-term government bonds, 2.60 per 
cent on better-grade corporation bonds, 
314 per cent on high-grade preferreds, 
about 3.90 per cent on Baa (second grade) 
railroad bonds and 4% per cent on bank 
shares, average good-grade common stocks 
have been yielding from 6 per cent to 6% 
per cent, and a return of 7 or 8 per cent 
on common stocks has not been difficult 
to find. 

The “little man” still is putting almost 
all of his savings into institutions which 
buy non-risk securities; and the “rich” 
man, in the high tax brackets, is not much 
interested in yield anyway. But there is a 
very large stratum of investors who are 
neither “little” men nor “rich” men, and 
these middle-type folk are buying more 


common stocks. Furthermore, as every 
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ommon Stock Yields 


By L. O. Hooper 





The percentages are of average yields on all dividend-paying common stocks listed on the 
New York Stock Exchange as computed each year on year-end prices ... the averages 
being midway between the highest and lowest yields. 


practicing analyst is finding out from his 
inquiries, the institutions and investment 
companies are being attracted by yields in 
quality common stocks. 

By stressing the high yields obtainable 
on common stocks, and by telling the peo- 


ple where and how they can buy them, the 
New York Stock Exchange is doing intel- 
ligent and effective advertising. The longer 
this effort continues, the more money spent 
in it, and the more member firms cooperate 





with similar advertising of their own. the 
ereater will be the cumulative effect. 
There is no reason on earth why the 
general public should believe. as the Fed- 
eral Reserve Board survey indicates that 
it does, that 2.9 per cent (the rate of U.S. 
Savings Bonds held to maturity) is a 
“high rate of return.” 
reason why the | 


Nor is there any 
).S. Treasury should have 
a monopoly on educating the public to 
save money. It is fortunate, it seems to me, 


1 





that the advertising program of the New 
York Stock Exchange. stressing yield from 
dividends, is so much in harmony with 
what now appears to be the “urge” moti- 
vating this market. 

Just look at the kind of stocks people 
have been buying. In the two weeks pre- 
ceding Election Day this year, just over 
300 of the stocks listed on the New York 
Stock Exchange succeeded in selling at 
new highs for 1949. Of these about 65 were 
preferreds. and (by my count and judg- 
ment) some 140 common stocks were divi- 
dend-payers of good to fair quality, many 
of them rated quite high-grade. That means 
that two-thirds of the issues selling at new 
19149 tops in these two weeks were “yield” 
stocks and that not mvure than one-third 
could be classed as highly speculative. 

By observing what investors are doing, 
therefore. | arrive at the tentative conclu- 
sion (and you should always qualify all 
your conclusions about the stock market) 
that the bright thread that 
through the 


is running 
warp and woof of this new 
market rise is a quest for a better return 
on savings. 

This market. for instance. does not look 
like the markets of 1944 and 1945 when a 
horde of people were buying low-priced 
highly speculative shares in marginal com- 
panies, expecting a high percentage price 
rise. That essentially risky type of stock 
is not especially prominent in current 
trading in spite of the great popular call 
(which every broker feels) for “something 
selling at $10 a share or less.” 

There is not a doubt in the world, in 
my opinion, that more people are invest- 


ing for income—that an ever-increasing 


percentage of brokerage transactions is 
originating with people who think of yield 
first and consider price appreciation as in- 
cidental, Don’t misunderstand me. People 
still like to see their stocks go up. but 
they are taking a longer and longer look 
at the dividend. 

Many people have been talking as if 
stocks were being bought as a_ hedge 
against inflation. No doubt, some buyers 
have been doing exactly this: but they have 
been acting in a rather leisurely. half- 
convinced manner. and_ inflation-hedge 
buying. as | have observed it. has not been 
a major factor in the recent market. 


“Interest Money” 


Inflation, however, has been an influ- 
ence in a different kind of way. There are 
millions of people in the United States 
who live partly, or wholly, on the income 
from accumulated wealth—and most of 
them are not well-to-do, These folks, who 
live on what my economically illiterate 
Aunt Sally used to call “interest money,” 
have felt the pinch of gradually lowering 
rates of return and gradually rising living 
costs. More and more of them, in spite of 
the advice of their conservative banking 
and legal friends. are out after “more in- 
terest” on their money: and they have 
found, being fairly well-informed people. 
that good common stocks recently have 
been yielding just about 24% times as much 
as highest grade bonds. 

The pressure of circumstances, low in- 
terest rates plus higher living expenses. is 
driving people into thinking more and 
more about stocks. Naturally, money of 
this type gravitates toward better type is- 


sues rather than toward radical specula- 
tions. 

Stop and think for a moment. It was not 
so many years ago that a man and his wife 
could live, retired, in reasonable comfort 
fer $100 or so a month. The life insurance 
company advertisements used to tell you 
how you could pay a premium every 
month and retire on $100 a month at 65, 
The copy now has been changed to $200 
or $250 a month. 

Everyone now over 50 remembers when 
$50,000 was a fortune. Invested at 4 per 
cent (and in savings banks, too), it would 
vield $2000 a year. Today $50,000 in- 
vested in government bonds, or in certain 
savings banks, returns only about $1000 
a year—and that $1000 won’t buy much 
more than $500 did a few years ago. 

Suppose you have retired on $100,000 
of savings. If you invest it in short-term 
tax-exempt governments, you get a tax- 
free income of only about $890 a year. If 
you put it in long-term taxable govern- 
ments, you get about $2200 a year. If you 
put it into several savings banks and sav- 
ings and loan associations you may get 
$2000, or a little more. If you go into good 
grade bonds you may expect $2.500 to 
$2.800. If you buy good preferred stocks 
of industrial companies you get a (tax- 
able) income of around $3600 to $4000. 
In utility company preferreds you would 
do a trifle better. In a diversified portfolio 
of bank shares you might get $4500, But 
if you bought good common stocks, of the 
high-grade type included in the Dow-Jones 
industrial share average, you would get 
$6000 to $6250; and if you (perhaps un- 


(Continued on page 6) 





‘xtent of Common Stock Price Recovery Under “Buying for Income” 


The statistics below sample the action of prominent groups of stocks listed on the New York Stock Exchange since the market 


started upward after last spring’s general decline. The four groups include many issues which have paid dividends each year for 


more than 20 years; others have records nearly as impressive, considering the shorter history of the corporations behind them. 


° Price 

Automotive June 13 
Briggs Manufacturing Co. . . . . 22% 
Cee CO ne kk ek ee eR 1414 
Doehler-Jarvis Corp. . . . . .. . 252 
General Motors Corp... . . . . 52% 
Studebaker Corp. . . 1 «© « ss « 17 

Chemical 
Allied Chemical & Dye Corp. . 167" 
American Cyanamid Co... . . . . 39's 
Commercial Solvents Corp... . . . 14 
E. I. du Pont de Nemours & Co. . . 4314 
Dow Chemical Co. (Delaware) . . . 13% 


Price % of 





. P —— Price Price % of 
Nov. 10 Rise Electrical Equipment June 13 Nov. 10 Rise 
25 10.5 Allis-Chalmers Manufacturing Co. . . 26'2 31 17.0 
56 26.5 General Electric Co. 3454 3814 10.8 
34 33.3 McGraw Electric Co. ‘ 291% 384 30.7 
71% 36.3 Sylvania Electric Prod. Inc... . . . . 18°) 184 2.7 
26 52.9 Westinghouse Electric Corp. . . . . 21% 27° 28.9 
Petroleum 
197'% 18.1 Atlantic Refining Co. . 3014 39°) 30.3 
5% 15.3 Gulf Oil Corp. 56% 68). 20.7 
172 25.0 Plymouth Oil Co. oa ee caves 36% 421% 14.2 
62 12.5 Standard Oil Co. (New Jersey) . . . 60% 70% 16.3 
507% 17.2 Pure Oil Company . 24% 31% 25.6 
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Milling metal to the fraction 
of an inch 


CHART of corporate net income for 

the first three quarters of this year 
would show a line carrying forward the 
above-average results of last year, until 
about March 1; an abrupt downward pitch 
of the line through the second quarter; 
and then a moderate upturn in the three 
months ended with September. 

For the nine months 377 companies 
listed on the New York Stock Exchange 
experienced a 6 per cent decline from last 
year's net. A decline always has its dismal 
aspects, but it could not be said that 1949 
has been a poor year. It has been a 
peculiar year, however, for seldom in our 
industrial history has there been so abrupt 
and penetrating a fall of business volume 
as occurred in March and April. 

Back there, the demand for copper. lead 
and zinc dried up practically overnight. 
Store sales, already spotty. receded for 
Trade 


reports mentioned excess inventories of 


a wide variety of “soft” goods. 


such usually fast-moving merchandise as 
vacuum cleaners. clocks. radios. ete. Or- 
ders at wholesale and plant orders for 
numerous chemical and allied products in 
daily use fell away. and it appeared for 
several weeks as though the only major 


of Buyers 


Containers for butadiene. used 
in making synthetic rubber 


Business Dip Reflects Retreat 
or a Period » 











industries to be holding up were automo- 
tive and steel. 

A chain clothing-store sales executive 
reported to THE EXCHANGE, “Suddenly, 
there was silence among our stores. Not 
only did they stop ordering goods for 
their shelves: there was hardly a phone 
call or a letter from store managers. In 
the depression of the 1930s, store man- 
agers and customers would at least write 
or telephone complaints to headquarters 
about poor business: but this time there 
wasn't a sound or written word for days 
on end.” 


“Famine to Feast” 


That was in March. 1949: and the same 
sales executive reported in early Septem- 
ber that the stores were ordering clothing 
for autumn sales in such volume that the 
companys warehouses were far behind 


on deliveries! 


Such was merchandising 
in a strange year. 

This year’s first quarter showed net in- 
come 10 per cent higher than in the same 
1948 period: the first half of the year 
recorded a decline of 1 per cent; the first 


three quarters showed a retreat of 6 per 





cent. This summary refers to groups of 


many uses 


PHOTOS FROM EWING GALL‘ 


companies as tabled on the next page. By 
no means accounting for all the corpora- 
tions of the Stock Exchange list, still this 
roster traces the drift of business results 
among the nation’s principal industries. 
In examining the column showing per- 
centage changes of net income, two quali- 
fications are needed. The 42.9 per cent 
automotive company net was 
chiefly the product of unusual production 
and sales results for Gei.eral Motors and 
Chrysler, for it is seen that only 9 of 24 
companies in the group showed an im- 
1948. In case of the 
“Other Companies” 


rise in 


provement over 
item, disclosing a 
73.6 per cent upsurge of profits over 1948, 
this group included several aircraft manu- 
facturing companies which returned to the 
black ink area in a substantial way after 
an indifferent three-quarters last’ vear. 

If these two groupings had reported a 
gain of no more than half the extent 
revealed in the statistics, the over-all cor- 
porate showing would have been far less 
impressive. Instead of a 6 per cent de- 
cline, the net income retreat would have 
been half again as large. even after 
making allowance for the several groups 
that gained ground. 


Sulphur mined, ready 
for shipment for 





Besides the automotive and miscellane- 
ous rosters. the chemical, steel and iron, 
financial and utilities areas helped to em- 
phasize the statistical demonstration of 
business resiliency in this country; show- 
ing that so vast an array of customers 
as the United States contains contributes 
much irregularity to any recession. All 
industry seldom retreats as a unit, and 
when search is made over past years it 
is found that rarely has the chemical 
industry been rated as a leader in reac- 
tion. The 11.5 per cent increase of chem- 
ical company net grew out of the ability 
of 39 of the 40 corporations reporting up 
to Nov. 10 to stay in the black, while 
23 of them gained ground over the same 
1948 period. 

As the chemical field has long been 
popular with common stock investors, the 
nine-months’ net makes 
timely a reference to a discussion of last 
month, An article in THe ExcHANGE for 
October noted that 
with rather narrow diversification of prod- 


income record 


certain companies 
ucts were recording a less favorable year 
than their well diversified competitors. 
What the statistics 
that, where diversification was ample, 
chemical companies did well in the fore 
part of 1949 and stayed out of the severest 
phase of the dip that affected competitors 


in March. 


appear to show is 


Results of Oil Companies 

The chemicals were not. however, alone 
in keeping red ink out of their books. 
All 24 of the petroleum companies re- 
ported upon had a profit and (including 
the relatively few listed natural gas con- 
more than 
three-quarters of a million dollars earned 


cerns in this category) the 


as net income was sufficient in size to 
lessen the weight of an actual 28 per cent 
decline in the group’s net. Oil products, 
it will be recalled, came through last year 
in the midst of a glut—especially as ap- 
plied to house-heating fuel. Oversupply 
was great in the spring after a mild win- 
ter, prices fell and shrunken markets 
quickly brought about an overproduction 
of crude petroleum. 

\ commentary on the textile prosperity 
of 1946-48 was clearly presented in the 
net income exhibit of the 13 textile com- 
panies in this group, for, although profits 
receded 60.7 per cent this vear, all the 
concerns stood on the profit side of the 
books. The textile trade has long been 
marked by wide swings. from overpro- 
duction to relative scarcity—a tendency 


1 


1942 
were expected to lessen, The industry has 
become better integrated from raw mate- 


which many consolidations since 


rial to finished goods than ever in past 
periods, a situation designed to reduce 
costs and control manufacturing; but tex- 
tiles temporarily 
supply early this year—a drift noticed late 
in 1948—and price adjustments were re- 
flected in something greater than a mere 
shading of profit margins. 


came into excessive 


Non-Ferrous Metals Dip 


In the non-ferrous metal trades statis- 
ticians still are mystified over the action 
of the market this year. From high-speed 
consumption last spring, buyers of cop- 
per, lead down all of a 
sudden. Orders for metal at the source 
and orders at the fabricators practically 
dried up. Prices were marked down in 
about as sharp a break as the business 
had ever known; and then, around mid- 
summer, consumers found the metal 
picked up and _ prices 
quickly regained considerable of the lost 
ground. 


and zinc let 


scarce, orders 


Of the 13 mining companies concerned 
in this review, five were in the red in 
the nine months—a showing in keeping 
with the earlier reports of sluggish busi- 
ness. A 57.6 decline of net 
income for the mining group indicated 
that better conditions in the third quar- 
ter were insufficient to counter the poorer 
months by a big margin. The fourth 
quarter contains room for investor study, 
aimed at tracing net income improvement, 


per cent 


as 1814-cent copper. a level reached 
early this month, should help the position 
of medium and high-cost producers. 

What has been a satisfactory year in 
steel and iron is now, of course, turning 
into a vexing, unprofitable condition be- 
cause of the long steel strike, the same 
being made unpredictable in its effects on 
net income by the coal strike. Facing 
this prospect, investors can, nevertheless, 
find comfort in the 28 per cent increase 
of net during the first nine months as 
reported by 23 companies in the Stock 
Exchange list. Of the 14 retail trade com- 
panies, the table shows 12 to have made 
a profit. 





Number 


Industry Date 1949 
Amusement... . . 4 4 
Automotive ..... 24 21 
Building Trade . . . . 14 13 
Chemiest 2. ss as « @& 39 
Electrical Equipment . . 10 10 
oe ee | 11 
a ae ee 21 
Machinery & Metals . . 53 18 
Mining 3 oh ae 8 
Office Equipment... 6 6 
Paper & Publishing . . 15 15 
Petroleum & Natural Gas 2 24 
Railroad & R.R. Equip. 40 3 
Retail Trade ..... 14 2 
Steel G@ Tvwon . . 2. « . 8 21 
Ee es ek Se ee 13 
pe are ee 6 
Utilities . . 22 20 
Other Compauies . . . 23 23 

TOU 6 & we ae & eee 349 





NET INCOME OF 377 COMPANIES HAVING COMMON STOCK 
LISTED ON THE NEW YORK STOCK EXCHANGE 


First Nine Months of 1949 — By Industrial Groups 


Number 

Showing 

Reporting Net Profit: 
To ist 9 Mos. 


Number 
Improvoneat Change in 
(Ist 9 Mos. Estimated Group Net Income 
ists Mos. Sak eooen: - 1st 9 Mose 

1948) ist 9 Mos. 1949 1948) 
2 $ 23,905,000 8.1% 

9 673,718,000 +-42.9 

1 50,676,000 11.5 

23 361,426,000 11.5 

1 129,087,000 - 7.8 

9 21,792,000 111.0 

14 124,253,000 + 4,2 

13 86,326,000 —34.6 

] 14,242,000 —57.6 

] 41.310.000 10.7 

2 36,321,000 35.1 

2 750,299,000 28.0 

5 209,331,000 41.6 

3 14,642,000 44,1 

9 386,620.000 +-28.0 

l 23,674,000 60.7 

2 25.385,000 0.4 

17 292.073.000 - 9.8 

12 70,033,000 73.6 
130 $3,335.113.000 6.0% 
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Special Dividends Kewer Than Year Ago 
But 1949 Total Holds Up 


‘7 HEN General Motors Corp. declared 

"its final dividend for 1949, several 
significant events were put into the rec- 
ord. The year-end distribution of $4.25 a 
share on the common stock made the pay- 
ment nearly $100,000,000 larger than the 
corresponding disbursement in 1948; the 
dividend made it possible for du Pont 
de Nemours & Co., owner of 10,000,000 
General Motors shares, to pass along more 
of its income to shareowners than its di- 
rect earnings provided; and the road was 
paved for larger total dividends on all 
dividend-paying common stocks of the 
New York Stock Exchange list than any 
past year had brought. 

The General Motors dividend aroused 
editorial comment. 

Taking the company’s income taxes for 
1949 and adding to them an estimated 
$80,000,000 collected from General Mo- 
tors’ stockholders on their dividends, the 
total of $532,000.000 was reckoned by 
David Lawrence, writing in The Sun, of 
New York, to be sufficient to pay all sal- 
aries and expenses of the White House 
and 24 independent Government agencies, 
boards and commissions—plus the salaries 
and expenses of the Senate and House of 
Representatives, the Federal judges and 
the salaries and expenses of the Bureau 
of Internal Revenue in collecting taxes of 
all kinds. 

The quarter’s general dividend declara- 
tions, centering interest in special distrib- 
utions, aroused comparisons. 

To compare 1949 with 1948 would be 
an “even Stephen” proposition, except 
for the fact that 1948 had considerably 
greater earnings from which larger divi- 
dends could have been paid if directors 
had elected to do so. A decline of 5 to 
perhaps 8 per cent in listed company net 
income this year (the percentage would 
be higher were it not for exceptional 
earnings in the automotive, aircraft man- 
ufacturing and public utility groups) has 
been offset by an estimated 7 per cent 
smaller expenditure for capital account. 
permitting increased drafts upon earn- 
ings for paying dividends instead of 
“ploughing back” net income. 

The accompanying table reveals con- 


siderable change from year-end and extra 


dividend action of the last quarter in 1948. 
Generally. however, the corporations 
which will be recognized as among the 
long-time dividend payers have done as 
well this year as last. some of them better. 

The statistics run through Nov. 10, leav- 
ing time for action by other boards of di- 
rectors before the year comes to a close. 
Because of the time lag in preparing the 
table, the record should be considered 
more as a guide to estimating full 1949 
distributions than as a complete story. 
although most quarterly dividends are 
usually acted upon before the 10th of the 
month preceding a quarter's final month. 
The table does not include regular divi- 


dends. or any dividend unless the an- 
nouncement labeled it as a year-end, extra 
or special payment. 

Although the statistics do not reveal 
the industries where reduced earnings 
were effective in lowering year-end divi- 
dends. a would 
show them. Textiles comprised one cor- 


broader comparison 
porate area. the petroleum section an- 
other, the railroads a third—among them 
year-end and extras were scantier this 
year—and the mining companies a fourth. 
Among the really long-time, consecutive 
dividend payers, it is worth noting that, 
although Lehigh Coal & Navigation Co. 
declared no special dividend, the record 





*“*Year-end” and ‘‘Extra’’ 


Cash Dividends Declared 


The statistics include year-end, special or extra or fourth quarter dividends only. 
Data for 1949 are declarations through Nov. 10. Blank spaces under 1948 heading mean 
that no extra payments were declared in the final quarter. 


— Per Share — 


Company 1949 1948 
American Chicle Co. . . . . $ .25 $ .25 
Am. Home Prod. Co. . . . . 00 2 
Allis-Chalmers Mfg. Co... . WO 
Am. Rad. & Stan. San. Corp. . 25 50 
Am. Seating Ce... . . «+ . eo 
Atch. Top. & S. F. Ry... . . 2.00 2.00 
Biaw-enex Ces 2. 6 ow es 25 ap 
Burroughs Add. Mach. Co... 10 15 
Certain-teed Prod. Co. . . . Ba Pe 
Congoleum-Nairn, Inc. . . . 20 Py 
Continental Can Co. . . . . 50 50 
Coca-Cola Co. 2.00 1.00 
Diamond Match Co. . . . . 50 
Diamond Match pfd . . . . 0 
Douglas Aircraft Co... . . 1.50 
Falstaff Brewing Co... . . 10 
Federal-Mogul Corp. . . . . AS By i 
Pretaste Ce... 6s kw 0 50 
General Motors Corp... . . = 4.25 2.00 
Goebel Brewing Co. . . . . AS .20 
Halliburton O.W.C. Co. 2... 50 
Hudson Motor Car Co. . . . ae 10 
Inter. Paper Co. . 1.00 1.00 
Intertype Corp. « «. . « = . 50 60 
Inter. Harvester Co. 2. 2... 40 30 
Inter. Nickel Co. . . « « « 0 AO 
Johnson & Johnson . . . . 20 30 
Kern Co. Land Co. . ~~» 100 50 
Kinney (GCG. KR.) Ceo. . . « . 05 0 
Kresge (S. S.) Co. a 30 50 
Kroger Co. Se ale 1.10 60 
Liggett & Myers Tob. Co. . . 1.00 1.00 


— Per Share — 
Company 1949 1948 
Lone Star Cement Co. . $1.00 $1.00 
Minn. Hon. Reg. Co... 2... 75 50 
Motor Wheel Corp... . . . . 40 40 
National Auto. Fibre Co. . . 30 20 
National Biscuit Co. . 2... AO 40 
National Dairy Prod. Co. . . 30 
Neisner Bros. Inc. . . 2. . .20 .20 
Obie On Ce.... 2 s + « @ an 40 
Olver Cores: 6 «© oe «2 * 0 50 
Panhandle East. P. L. Co... ao 
Pisser. (Chan.)) Gee i. ow se wes BY By i 
Pittsburgh Plate Glass Co. . . 1.00 1.00 
Poor & Co, ClassB. . .« « 20 50 
Pure Oil Co. . a ae a 50 
Seaboard Oil (Del) 2. 2... AO AW 
Sears. Roebuck & Co... . . By 5 1.00 
Sheafier Pen Go. . . s « + 30 .20 
Socony-Vacuum Oil Co. . .. 10 
Standard Brands, Ine. . 25 
Sterling Drug, Inc. . 25 209 
Texas Co. x ae ee 75 
Tex. Pac. Coal & Oil Co. 10 50 
Unit. Biscuit Co. . ... . 35 29 
Unit. Eng. & F’dy Co. 5 he 75 
U.S. Pine @ Fay Co... « « .« 25 
U. S. Playing Card Co. . . . 1.00 1.00 
West Indies Sugar Co. . . . 20 ie 
White (S. 8S.) Dent. Mfg. Co. . 10 10 
Wisconsin Elec. Power Co... A424, 
Wvandotte Worsted Co... . 80 1.00 
Wrigley (Wm.) Jr..Co. . . . OU 50 














of unbroken annual payments remained 


00 


intact since 1881 when 50 cents a share 
was declared in late October. 

Despite some unusual corporate dis- 
tributions. like General Motors’ and du 
Pont’s. the prospect is that this year’s 
total dividends on common stocks of the 
New York Stock Exchange list will not 
greatly exceed last year’s. A great many 
more year-end and extra disbursements 
were made in 1948's final quarter than 
seems probable before Dec. 31 next. A 
brief 


shows that they 


scanning of last years outlays 
were at least one-third 
more in number up to the middle of No- 
vember than this year’s. 

This record allows room for mention 
of some dividend actions of the current 
quarter which were in addition to cash 
declarations. either regular or year-end. 
Dow Chemical Co. voted one share of 
common for each 40 shares held, payable 
on Jan. 16 next. Hat Corp. of America 
declared a stock dividend of one share 


held, 


International Business 


of common for each five shares 
pavable Nov. 29. 
Machines declared again a 5 per 


dividend in stock. which is to be distrib- 


cent 


uted on Jan. 25. 

Johnson & Johnson also declared a 5 
per cent stock dividend in common stock, 
which was paid on Noy. 15, fractional 
Rohm & 


Haas followed a similar procedure in con- 


amounts being paid in cash. 


nection with fractions in ordering a 4 
per cent distribution in stock, 

Stockholders of Panhandle Eastern 
Pipe Line Co. will be asked on Dec. 7 
to approve the issuance of one additional 
share for each held by them. 
Standard Oil of Indiana voted to dis- 
tribute one share of Standard Oil (N. J.) 
in its each 100 shares of 
Indiana stock held. fractions to be set- 
tled in cash. 


share 


treasury to 


By and large. the principal feature of 
1949 dividends has stability 
and this may be emphasized in the 


been their 
face of reduced payments during the first 
nine months on 172 listed common stocks 
and eliminated or deferred distributions 
on 38 others. Reference to the statistics 
of earnings on page 4 will show that some 
industries experienced mark-downs of net 
this vear which were hardly short of 
severe, in comparison with L948: and it 
appears logical to credit dividend stability 
in some areas to the use of earnings which 
were withheld from capital expenditures. 
altering a recent style. 


the De partment of Commerce estimates 
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The Appeal of Common Stock Yields 


(Continued from page 2) 


wisely) reached a little, it would not be 
too hard to get $7000 or more. 

Now, the person who has $100,000 in 
capital probably is not putting it all into 
common stocks, but he is putting some of 
it into them to improve his income; and 
probably quite a bit of money of this kind 
is going into investment company shares 
(yielding 4 per cent to 4% per cent with- 
out capital gains) which money eventually 
finds its way. in whole or part, into com- 
mon stocks. It takes relatively little buying 
to bid prices up in a thin market; but since 
midsummer there has been enough of it 
to bring common stock yields down almost 
one half of one per cent. 

But how good are these common stock 
yields? A lot of the companies always will 
pay a dividend of some kind every year, 
you say. but perhaps not a dividend as 
large as they are paying now. 


Dividends and Profits 

Well. of course there is nothing sacred 
or fixed about the dividend rate on a com- 
mon stock. It depends on profits, the ex- 
pansion needs of the corporation, or the 
business prospect. It happens, however, 
that present dividends are a little more se- 
cure than they look on the face of things. 

Not so many years ago, many corpora- 
tions paid out 80, 90 or even 95 per cent 
of earnings in dividends—and the overall 
payout of all corporations probably was 
nearer 75 per cent than 70 per cent. In 
1947, the aggregate payout of all corpora- 
tions was about 37 per cent of net earnings, 
and in 1948 about 38 per cent of net earn- 
ings. This year, earnings are lower ( prob- 
ably less than $16 billions against $21.2 
billions in 1948) vet the payout in dollars 
will be a little larger than in 1948. That’s 
because between 50 per cent and 55 per 
cent of net profits will go to stockholders 
in dividends. Even 55 per cent, of course, 
is a subnormal figure. Earnings, you see. 
can recede considerably below the level of 
a good year without dividends being cut 
much if at all. 

Coming back again to this apparent 
preference of the market of late for “good” 
stocks rather than highly speculative ones. 


it will be the dividends on the good stocks 
that will be cut least (if at all) as business 
conditions become more competitive. Here 
again you see the dividend-consciousness 
of this market. People are buying the 
“good” stocks because they want the more 
dependable dividends. Remember, we said 
at the beginning that neither the very mod- 
erate-income person nor the experienced, 
tax-conscious rich man is making this mar- 
ket. It is the man and the woman in be- 
tween those two extremes. 

A recent study conducted under the 
auspices of the Federal Reserve Board 
concluded that only about 8 per cent of 
all the families in the United States own 
common stocks and that only about 4 per 
cent of the families own holdings worth 
$1.000 or more. This sampling. since it 
covered only a few thousand families, may 
not be entirely accurate; but it gives an 
idea of what little interest there is in the 
stock market among the public rank and 
file. with small incomes—persons whose 
interest might be stimulated these days 
by drawing their attention to dividend 
yields as the Stock Exchange is doing. 

For almost a generation, stocks have 
languished as a favored medium of invest- 
ment. It has been the popular thing to 
stress all their bad points, and to say 
nothing of their virtues. The Federal Re- 
serve survey indicated that over two-thirds 
of the population were against investment 
in common stocks and that only 2 per cent 
thought it was a safe thing to buy them. 
Here is a reason for the high yields that 
common stocks offer. The pendulum has 
swung to an extreme opposite to that of 
1929, and stocks recently have been as 
neglected just as they were overbought in 
the later 1920's. 

I say this while fully realizing the other 
powerful contributing factors, such as 
double taxation of dividends and stiff rates 
of assessment against people who have 
high incomes. But the tide is running the 
other way at present. Yields ...a higher 
income ...stout dividend records—these 
elements have been pressed upon investor 


attention with much vigor this year. 





that capital outlays for plant and equip- 
ment in industries outside the railroad. 
electric and gas utility fields, will this year 
be about $17.290,000,000, compared with 
nearly $2.000.000,000 more in 1948. The 


Government bureau estimates further that 


during the first six months of 1949 some- 
thing more than half of corporate profits 
were disbursed as dividends, against an 
estimated 37 per cent of the net income 
‘st half of 1948. Other 
, 


> per cent for 1946. 


earned in the fir 
estimates show 3! 
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GROWTH 


COMPANIES... 


Groundwork for Research Consists. of 





Many Items 





oe Oe 


ARLIER this year a series of articles 
about procedures followed in com- 


mon stock investing was published in THE 
EXCHANGE, with emphasis laid upon sev- 
eral ways for averaging prices and di- 
versifying ownership. Requests have been 
received for discussions of a supplement- 
ary kind—requests like this: In what in- 
dustries and in what stocks of the indus- 
tries should investors now invest? 

Such an inquiry would be welcomed 
by the research staff of a New York Stock 
Exchange member firm, but a reply. in 
the nature of investment advice. would be 
outside the function of this magazine. 
There is a field of discussion, however. 
that is open to editorial participation 
within the area outlined. This is the fasci- 
nating territory of “growth” industries 
and “growth” companies which investors 
in ownership securities search for because 
ot the substantial rewards offered to those 
who find it. 

\ “growth” company is one in market 
phraseology which does what the word de- 
notes—it grows more rapidly than many 
competitors. or. if making products of a 


specialty nature, it simply adds _persis- 


tently to its earnings and assets and its 
stockholders benefit accordingly. Growth 
derives from many sources. and not in- 
frequently from an unsuspected source 

while a company’s stock may discourage 
its owners for a long time before the pro- 
ceeds of “growth” become evident. So 
the mention of corporate names as likely 
erowth prospects hardly constitutes a 
“spot” suggestion to invest or speculate. 


Stockholders often Wait 


Looking into corporate history. it is 
seen that such well-considered companies 
as American Can Co. and Corn Products 
Refining Co.. consistent dividend payers 
for 26 and 29 years. respectively. were 
indifferent 


years. Their common stocks sold at low fig- 


rated as concerns for many 
ures and were considered speculative be- 
fore the sinews of real growth marking 
their course became evident to the public. 
\ dozen others of the Stock Exchange's 
list could easily be named which passed 
through similar long seasoning. There are 
companies. whose securities are now 
ranked among the more durable invest- 


ments. whose growth possibilities not only 


escaped the attention of investors for a 
period but seemed also to be unappreci- 
ated fully by their own managements until 
certain things happened. Coca-Cola. for 
example. ... 

A canvass of corporations in order to 
more which could bear the 
label of growth company involves many 
elements: so many, in fact. that a logical 
method to inject practical elements into a 
search would be to employ a model, and 
this is suggested by the tabled statistics 
on the 


tag one or 


next page. Logic indicates that 
where a corporation has, in the past, grown 
steadily from modest beginnings. the same 
reasons for growth that marked its pro- 
looked for 
corporations today—or at any 
time, for that matter. Although different 
kinds of businesses produce different phe- 


gress could reasonably be 
among 


nomena of growth. certain threads of 
likeness run rather generally through all 
corporate enlargement. such as. 

1. The management is not only aggres- 
sive but flexible; that is. it is able speedily 
to make the most of new products or cost- 
reducing processes ; 

2. The corporation. during its earlier 
growth, has been firm, perhaps a bit ruth- 
less. about ploughing earnings back into 
though = stockholders 


for dividends or in- 


the business even 


have been restless 
creased dividend rates 
3. The corporation has been alert. to 


“big sell- 
7 


diversify its products, seeking 





ers’ to supplement. often to replace, others 
with smaller market appeal. In case of 
growth companies centralized upon a few 
kinds of merchandise 
single kind 


not infrequently a 
history shows that diversifi- 
cation occurs in connection with the vary- 
ing of sales outlets, of packaging, adver- 
tising methods, ete.; 

4. In looking for evidence of growth 
to come in a company, it is reciting the 
obvious to say that growth is completely 
dependent products or services 
which fill a sustained, useful public need, 
or are of a nature to satisfy perennial 
public desires: 


upon 


5. In the search for growth companies, 
a glance into the flowing stream of cor- 
porate history shows that neither size nor 
lack of size, referring to assets and capi- 
talization, contributes anything to speak 
of to the affirmative. If a corporation 
could be considered too big for further 
growth, stop and consider du Pont and 
the growth implications held forth by 
chemical science. If a company could be 
considered too small to have exceptional 
prospects for its shareowners, examine 
some of the junior petroleum concerns 
with an eye to the constant evolution of 
oil’s applications and scientific, cost-cut- 
ting extraction of many basic chemical 
products from petroleum. 


Points To Develop 

Beyond stating the main premise, a 
single article on the subject of growth in 
this small magazine could develop few of 
these points. The premise is that the 
growth germ can be found through study, 
with the corollary that inquiry and re- 
search find hints, if not complete guid- 
ance, in examples of attained corporate 
growth which are evident to anyone. Take 
Bethlehem Steel. 

The company rose, like the phoenix, 
from the figurative ashes of an unsuccess- 
ful shipbuilding organization. Launched 
under its steel making name in 1904, more 
than 10 years were devoted by the man- 
agement to the integration of operations 
from ore-beds to fabricated products, by 
turning earnings into capital. On _ the 
150.000 shares of common stock, preceded 
by bonds and preferred stock, per-share 
earnings of $30.50 in 1914 and $112.50 
in 1915 were reported without stockhold- 
ers receiving a cent of them. During the 
years, as statisticians knew. Bethlehem 
was becoming the foremost domestic ship- 
builder, the second largest fabricator and 
erector of structural steel. and edging into 


¢ 
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Capital 

Outlay Funded Debt 
es 2 ere 
BOW i cKie 28,253,812 $21,906,177 
ME Oiainininia's 47,737,492 2,101,890 
eens 15.000,000 1.475.000 


* Estimated, based upon results for the first nine 


Outstanding Book Earned Div. 
Shares Value Per Share Paid 
4,682,663 $17.25 $1.88 $0.6214 
4,682,568 20.20 92 1.00 
1,682,557 29.00 3.23 1.60 
4.823.458 47.50 8.00 4.00 


‘ “~ . . . ¢ | 
Corporate Exhibit Hlustrating “Growth Company” Theme | 
— Continental Oil Company (Delaware) — | 


morths. 








The statistics apply to calendar years. Book values per share of capital stock are derived 
from balance sheet figures on Dec. 31, except for the estimated value for 1949. The com- 
pany was selected at random from about 15 companies listed on the New York Stock 
Exchange, any one of which would have illustrated the growth company idea, while the 
group could have been supplemented with many others of the list. Presenting the figures 
entails no suggestion to buy, sell or hold securities of the company named—publication 
is merely to illustrate the discussion on this page. 








the direction of railroad freight car man- 
ufacture on a large scale. Growth! Yet 
the writer can recall much dubious com- 
ment on Bethlehem stock in the market of 
1914, for growth had not yet been trans- 
lated into dividends, stock dividends, 
stock split-ups and high share prices. 


Story of a Steel Company 

For mental exercise and instruction, the 
reader might trace the story of Bethlehem 
Steel’s progress for 45 years in a statis- 
tical manual in the light of the five 
“growth principles” set down in this arti- 
cle. Demonstration of several of them 
would be detected. Incidentally, just to 
sharpen the search for growth situations, 
it may be mentioned that an investor who 
bought 50 shares of Bethlehem Steel com- 
mon for $2,250 at the end of 1914 and 
retained the stock, would today have 450 
shares, with a market appraisal of about 
$13.500. 

For another growth exhibit, which 
demonstrates certain of the principles by- 
passed by Bethlehem Steel, The Coca-Cola 
Company comes forward. In the category 


of concerns “satisfying perennial public 
desires” (from Principle 4), the corpora- 
tion for more than 30 years was in private 
control prior to incorporation in 1919. In 
that year. a banking syndicate marketed 
500.000 shares at $40 a share . . . and 
growth elements were then so little recog- 
nized that the price moved down to a low 
of 18 in New York before that year’s end. 

Growth is not necessarily where you 
can find it but in a spot that is sometimes 
created by intelligent management after 
a corporation is old in years. Legend has 
it that. in the early 1920°s, an astute mer- 


chandiser outside the Coca-Cola organiza- 
tion sold to the management for $50,000 
an idea in two magical words. The words 
were, “Bottle it!” Came quick growth 
thereafter, not only in sales of the extract 
which formed the basis of the beverage at 
retail but in practically worldwide dis- 
tribution of the beverage itself; bottling 
subsidiaries were formed in a procession, 
and long before the company’s activities 
reached the scope familiar to today’s 
younger generation, stock prices disclosed 
the public’s estimation of growth pros- 
pects. Coca-Cola shares sold as high as 
823, in 1922, 835g in 1924 and up from 
a low of 80 to a high of 17784 in 1925. 


Four for One 

In 1935 stockholders received three 
shares additional to each share owned. 
Dividends on the common stock have 
been paid without an omission in each 
year since 1893. A great many investors 
were unimpressed by a “soft-drink” com- 
pany stock in the 1920s, whereas today 
Coca-Cola has a half-dozen or more large 
competitors which have investor follow- 
ings. The growth researcher will be in- 
clined to study The Coca-Cola Company 
less from the point of view of size and age 
than from the competitive angle. Is the 
company still a logical growth situation? 
Statisticians are divided on the outlook. 

In a subsequent article, investor search 
for growth prospects will be illustrated by 
more recent evidences of the growth germ 
at work in the chemical and petroleum 
fields . . 


examining corporations with records of 


. along with material for study in 


aggressive plant expansion and merchan- 


William W. Craig. 


dising programs. 
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OR INVESTMENT 
electrical products industry can be 
broken down into three main sub-indus- 
tries; appliances, radio and television. and 
capital goods. Such a breakdown is help- 


purposes. the 


ful in evaluating individual company 
securities, since some of the factors de- 
termining the prosperity of each sub- 
group vary considerably. Also. many 
companies engage in more than one field. 
so that consideration must be given to the 
importance of each in relation to over-all 
sales and earnings. 


Growth has been the outstanding 


Electrical Kquipment 
Companies 
SHOW GAINS 
DERIVING FROM 
WIDENED USE OF 
APPLIANCES 


By F. E. Wurzbacher, Jr. 






























































PHOTOS FROM CUSHING 


characteristic of each segment of the in- 
dustry. The incandescent and fluorescent 
machine, 
radio-phonograph-television combination, 
and the very presence of electrical power 
in our homes emphasize the importance 


bulb. refrigerator, washing 


which electrical products have assumed in 
our everyday life. Coinciding with in- 
dustry growth has been an increase in the 
underlying value of electrical equipment 
securities. 

Probably most important in terms of 
volume and number of companies en- 
gaged, is the appliance field. In the fall 
of 1948, after stepping up appliance pro- 
duction, despite serious material short- 


ages, to the record level necessary to 












satisfy 


“In the past year, fi- 

nances ‘of companies 

concentrating on elec- 

trical appliances have 

been strong, deficits 

have been the excep- 
ae ean 















the backlog of 


unprecedented 


demand accumulated during the war, the 
demand for appliances suddenly dropped. 


It may be noted that the fall in demand 


coincided closely with reimposition of 
credit curbs. Inventory pipelines were full. 


production at peak levels. prices high. 





Demand Returns 

The test of adaptability to a lower rate 
of demand hit the appliance industry 
without warning, and now that demand 
has shown definite signs of returning to 
a higher level (following closely the ex- 
piration of consumer credit controls in 
June). the basic strength of the industry 
has been demonstrated. In the past year 
of uncertainty. finances of those com- 
panies concentrating or participating 
heavily in the appliance field have been 
strong. deficits have been the exception. 
and the group’s ability to weather unex- 
pected adverse developments has been 
clearly proven. True. there have been 
certain products, refrigerators and auto- 
matic toasters are good examples, for 
which demand held up relatively well 
through this period. As evidence of this. 
recent earnings have shown wide varia- 
tions. largely reflecting demand _ trends 
for the major products. and Corporate 
ability to cope with sudden change. Fon 
example 

Earnings of Seeger Refrigerator Co. 
in the fiscal year ended August. 1949. 
increased to $3.80 a share from $3.25 a 
year earlier. McGraw Electric Co.. a 


9 





major producer of small appliances, ex- 
panded its earnings and sales base 
considerably in the past year through 
acquisition of other companies. Sunbeam 
Corporation, a manufacturer of smaller 
products. including toasters, showed 
profits of $4.89 a share in the 36 weeks 
ended September 3, 1949, compared with 
$4.91 a year earlier. Part of this good 
showing reflected introduction of an im- 
proved toaster, suggesting the importance 
to investors of following closely company 
activities. Another example of the im- 
portance played by the introduction of 
new products is Bendix Home Appliance. 
a company which felt the full impact of 
the sudden, sharp drop in washing ma- 
chine sales. Introduction of a new model, 
however, together with more stable late 
summer industry sales, helped Bendix 
show earnings of 38 cents a share in the 
third quarter compared with only 3 cents 
in the first half. 

Strong dealer relations and an active 
advertising and sales promotion program 
are also important. Some companies have 
helped stabilize volume and profit fluctua- 
tions by establishing a name well accepted 
by the consumer. Maytag Company, by 
demonstrating an excellent ability to con- 
trol costs and increase participation in 
available markets through aggressive mer- 
chandising, limited the effects of sharply 
lower industry sales and profits. Earnings 
for the first nine months of 1949 dropped 
only to $2.28 a share from $2.97 in the 
same 1948 period. 

Investors should also watch for a change 
in consumer attitude toward any particu- 
lar appliance. The experience of White 
Sewing Machine Corporation provides 
interesting evidence of the importance of 
this. With ready-made clothing prices 
high, housewives’ leisure time greater, at- 
tractive patterns readily available, the 
number of families increased, and ma- 
chines improved, sewing machine demand 
reached a new peak by a wide margin 
following the war. White's sales jumped 
from $8,070,000 in 1940 to just under 
$30.000.000 in 1948. This high level has 
continued this year. Profits and financial 
strength reached a peak in 1948. While 
earnings for 1949 are running somewhat 
below 1948. net should exceed any other 
preceding year by a large amount. 

There has been a close relationship 
between disposable consumer income and 
appliance sales. While this was destroyed 
during and immediately following the 
war. the trend is expected to be re-estab- 


lished in coming years. When studying 
the common stock of appliance manu- 
facturers, then, several important con- 
siderations should be given attention. In 
addition to the usual considerations, spe- 
cial emphasis should be given to the 
outlook for demand for the industry's 
product, along with the competitive posi- 
tion of the company in the industry, and 
its products in the market, and skill in 
merchandising. The importance of suc- 
cessful merchandising can rarely be over- 
emphasized in the appliance field. 


Wide Diversification 

General Electric and Westinghouse, the 
number one and two companies of the 
electrical industry, respectively, engage 
importantly in all three sub-groups of 
products. The growth records of 
these two companies are well known. 
all-time 
General 
Electric sales have continued to rise, 
although with profit margins under 
pressure. Largely from lower appliance 
prices, earnings declined to $2.35 a share 
in the first 9 months from $2.91 a year 
earlier. The excellent degree of diversifi- 
cation contributed importantly to this 
good showing. Further growth over the 
longer term is indicated through a widen- 
ing of the sales base for the company’s 
products, active participation in the de- 
velopment and production of jet engines, 


Last year saw both reach 


highs in sales. This year, 


and aggressive research on atomic power. 

Westinghouse also has profited substan- 
tially by diversification. While sales in 
the first 3 quarters of 1949 declined 
silghtly, costs were kept under strong 
control and profit margins widened, 
profits totaling $3.64 a share compared 
with $2.74 in the 1948 period. A high 
level of production of heavy capital goods 
together with increasing participation in 
the jet engine field, more than offset the 
indicated decline in appliance business. 
As in the case of General Electric, in- 
creased production of television receivers 
and equipment aided. 

These two companies are leaders in the 
electrical capital goods field. A large part 
of total demand for heavy generating and 
power equipment comes from utilities. 
Most of the balance originates with muni- 
cipalities and general industry. With utili- 
ties spending large sums to increase the 
availability of electric power. demand for 
these products should continue at a high 
rate for some time. By the same token, 
it may be mentioned that greater distribu- 


tion of electric power widens the sales 
base for appliances. 

It is interesting to note that demand for 
heavy equipment often remains at a high 
level for some time after demand for con- 
sumer goods has declined. On the other 
hand, an important increase in consumer 
goods demand (and disposable income) 
often occurs well before a rise in utility 
buying. One reason for this is that de- 
livery of heavy equipment sometimes 
takes up to two years after the placing 
of an order. At present, there is a large 
need for increased capacity of utility 
plants and this should be reflected 
in a continuation of demand for heavy 
equipment. . 

The prosperity of companies engaged 
in the manufacture of other electrical 
capital goods, such as large motors. con- 
trols, and regulatory devices. follows 
roughly the level of general industry ac- 
tivity and the rate of expansion and 
modernization. In recent years, however. 
this segment of the industry has made 
outstanding progress in bettering this re- 
lationship by introducing new and im- 
proved products covering a wide range 
of uses. 


Holding the Front 

One company in this category, Square 
D. limited the decline in earnings for the 
first nine months of this year not only 
by this method but also by increasing the 
importance of a division making instru- 
ments for aircraft. Earnings for the period 
were $1.57 a share as against $1.77 a 
year earlier. Cutler-Hammer Inc., another 
important factor in the field, reported 
profits of $1.44 a share for the first 1949 
half; down from $2.39 in the exceptionally 
good first half of 1948. The company’s 
good diversification of customer indus- 
tries helped limit the earnings decline. 
Gamewell Company specializes in safety 
and protective systems for industry and 
municipalities. In the three months ended 
August. 1949, net was down to $0.64 a 

(Continued on page 12) 





Statistical and other factual information, 
as well as comment regarding any securities 
referred to in THE EXcHANGcE, have been ob- 
tained from sources deemed to be reliable, 
but THe ExcHANGE assumes no responsibility 
for their accuracy or completeness. Neither 
such information nor any reference to any 
particular securities is intended to be or 
should be considered in any way a recom- 
mendation for the purchase, sale or retention 
of any such securities. 
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CORPORATE 


GAINS 


VHE listing of a corporations secur- 
‘| ities on the New York Stock Ex- 
change enlarges investor participation in 
them, promotes marketability and, among 
other effects, makes new financing easier 
when additional capital is sought through 
the sale of stocks or bonds. A Philadel- 
phia reader of THE EXCHANGE considers 
listing from another point of view. 

“Statistical organizations and Stock 
Exchange member firms,” writes S. M. 
Sterling, “present facts about corpora- 
tions as they are at the moment. But | 
never see discussions showing growth of 
such companies from the time of their 
listing. Many persons would like to know 
about progress, one main purpose being 


EWING GALLOWAY 


AFTER PASSING 


A MILESTONE 


{ssets, Surplus. Capital Stock Growth 


After Listing on New York Stock Exchange 
Offer Material for Study 


to permit a judgment whether any cor- 
porations in which they may be interested 
are over-capitalized.” 

The matter of conservative capitaliza- 
tion might also enter into studies of older 
and new balance sheets; in either case, it 
could be mentioned, the analyst would 
have to weigh his findings in connection 





Some large producers of rayon. here being 

wound on reels. were listed on New York 

Stock Exchange many years before rayon 
was dreamed of. 


with the market's appraisal of securities’ 
values, up when earnings and dividends 
are substantial, lower in poorer times. 
The first corporation of the three which 
are statistically offered on the next page 
gives Mr. Sterling material for especial 
attention. There was a time when United 
States Steel common stock stirred wide- 
spread comment because of the size of 
the issue. a large one for any com- 
pany. The sponsors of the great steel 
merger of 1901 had. from this angle, been 
considered generous in capitalizing ex- 


pected earning power. But. whether or 
not Steel common was excessive for the 
earning power then evident. or for earn- 
ings looked for in the ensuing decade, 
far different criteria rise to determine 
whether over-capitalization or the oppo 
site is traceable today. 

For background material, it is worth 
noting that the steel-making companies 
brought together in the merger consisted 
of six which were then rated among the 
25 largest manufacturing organizations 
in this country. The companies were 
Federal Steel Co., American Steel & Wire 
Co., National Tube Co., National Steel 
Co.. American Tin Plate Co. and Amer- 
ican Steel Hoop Co. The original con- 
solidated balance sheet of these giants. 
set asset values at about $1.650,000,000. 
Today the United States Steel property 
has a value of approximately 154 per 
cent of that amount, while bonds of 1901 
four-fifths, the 
preferred stock outstanding is 40 per 


have been reduced by 


cent less. 

Total surplus is today 246 per cent 
greater in value than when the merger 
arose and the researcher would pay con- 
siderable attention to this item. Another 
balance sheet item to be examined closely 
would be the depreciated value of fixed as- 
sets. Before looking into reports of sampled 
S. Steel was listed. the 
investor with a knowledge of the cor- 
poration’s history would know that an 
increase of only 54 per cent in total 


vears since U. 


assets, as recorded at present. would 
suggest that so moderate a gain during 
the half century of most rapid indus- 
trial growth in America meant heavy 
write-downs. or depreciation, of property. 

The large Gary. Ind., works, Federal 
Shipbuilding Co.. the Far Western plant 
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and other subsidiaries did not exist wher 
the corporation began business as a 
single entity—the Tennessee Coal & Iron 
Co. was not acquired until 1907—and 
this is saying nothing about expansion 
of original plants, involving many mil- 
lions of dollars. 

The analyst, attempting to relate assets 
to market value of the common stock, 
would have to assign much weight to high 
replacement costs of old and new prop- 
erty, also to earning power. The split-up 
shares were recently appraised on the 
Stock Exchange at $652,000,000, com- 
pared with $203,280.000 for the shares 
outstanding in early April, 1901. Would 
a reasonable attempt to judge Steel’s 
capitalization determine that the recent 
appraisal of the stock was too high? Mr. 
Sterling qualifies a situation raised by 
the question: 

“By overcapitalized I mean that, al- 
though a corporation like General Motors 
with its 44,000,000 shares of common or 
Sears. Roebuck & Co. with its many mil- 
lions of shares also, can earn its divi- 
dends in good times, values when poorer 
times arrive have to be considered, too.” 

The decision whether a company’s cap- 
ital position is in proper proportion to 
its assets and earning power belongs to 
an analyst. It is easy for the less skilled 
statistics to think that the 
market position of a common stock at 


WwW ielder of 


any time indicates over- or under-captali- 
zation, but the principal function of 
stock is to reflect 
estimation of earning power, dividend 


common investors’ 


records and dividend yields . with a 
secondary reflection of the value of plant 
and equipment. 


Corporate Development Subsequent to Listing on the New York Stock Exchange 


COMPANY 
Date of original listing 


Mg nat ae ate (millions) 


Total 
CRE vkiesdeasraves (millions) 


Long-term debt 


Preterred GIOGK «6.66 ccccccnscovcecs 
a 
SNES kd wed ee yess tees 
No. of common shares outstanding (thous. ) 
\pproximate price of common....... ($) 


Record of stock dividends or splits since 


I Ns iin: h0 he 05h 56 eens es 


* Nearest balance sheet date available. 


Electrical Equipment Companies Show Gain 


(Continued from page 10) 


share from $0.73. Reported profits of 
$3.54 a share for the fiscal year ended 
May 31, 1949, 


record. 


were the highest on 


The radio and television industry has 
attracted more investor attention in the 
last two years than in any other period 
in its history. While sales and earnings 
from purely radio activities are trending 
sharply lower, the industry itself has 
caused this and, at the same time, has 
opened up potentials exceeding anything 
heretofore envisioned through aggressively 
developing television. From only a few 
sets in 1947, video unit sales jumped to 
almost 1,000,000 in 1948, and this year 
are expected to be more than double 
that number. 


Looking Ahead 


Five years from now, industry observers 
that production 
should be well in excess of current rates. 


are generally agreed 
Even more important, profits have in- 
creased with output in a majority of 
cases, despite dropping radio demand. 
For example, Admiral Corporation in- 
creased net to $4.63 a share in the first 
nine months this $2.04 last 
year, Emerson Radio & Phonograph to 
$2.82 from $1.65, Motorola, Inc., to $3.34 
from $2.78, and Zenith Radio Corp., in 
the first three months to $0.35 from $0.21. 

Philco Corp., Radio Corporation of 
\merica, and Sylvania Electric Products, 


year from 


Inc., all reported lower net, Philco’s sharp 


drop because of unusual and heavy costs, eW industry. 


R.C.A.’s_ very slight decline 
lower radio profits, and Sylvania’s decline 
because of a period of keen price compe- 
tition on component parts. Many radio 
and television companies participate im- 
portantly in other fields, such as refrigera- 
tor manufacture, and over-all results are 
influenced by changing trends in these 


fields. 


reflecting 


TV Growth 

Few observers dispute the idea that 
television will eventually 
radio in rate of growth. The investor, 
however, wants to know what the interim 
future holds for the industry and _ indi- 
vidual companies. The this 
is that there probably will be many differ- 
ent “growing pains” encountered over the 
next year. The indicated graduations to 
ultra-high frequencies, color, simpler 
mechanisms, and a highly seasonal de- 


overshadow 


answer to 


mand period, pose problems for today’s 
Nevertheless, 
pletely overshadowed by the tremendous 


industry. these are com- 
growth possibilities and the strength and 
experience of companies in the industry. 
Those firms with good records in radio 
& electronics, strong finances, aggressive 
management, engineering experience. and, 
last but far from least, successful promo- 
tion policies, certainly should emerge with 
the strongest industry positions. These 
companies undoubtedly will reward in- 
vestors adequately. 

The foregoing is offered with full allow- 
ance for the need of close selection in a 


Union CARBIDE 


U.S. STEEL Corp. 


April 4, 190) 








Then Now Then 
$1.647 $2.535 $223 
363 i2Z 14 
510 360 6 
508 S70 109 
174 602 53 
5,082 26.110 2.660 
40 a0 &2 
(1927: 40% stock dividend. 1929: 3 
1949: 3 for 1 split-up. 1948: 3 


& CARBON Corp. 
March 1, 1926 


for 
for 


Coca-Co a Co. 


November 6, 1919 





Now Then Now 
$723 $32 $205 
150 1 3 
= 10 3 
195 15 26 
247 5 118 
28.807 500 4.109 
40 43 160 
| split-up. 1927: 2 for 1 split-up. 
1 split-up. 1929: 1 sh. Class A for 


each common share. 


1935: 4 for 1 split-up. 
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HARTFORD, 


CONN. 

Some folk are skeptical of stock invest- 
ments because they lay excessive emphasis 
upon two elements—the chance that prices 
might decline and the chance that a divi- 
dend might be omitted or reduced. Chances! 
Where can a person escape risk to money, 
limb or life? But as to dividend changes, 
there is a thrill instead of a possible dread 
to consider when common stocks are held; 
this is the thrill of learning, as one does at 
times, that a dividend has been increased or 
that an extra has been declared. This time 
of the year, thrills seem to have the edge. 

W. F. R. 
POMEROY, O. 

The purchase of securities is closely re- 
lated to the creation and expansion of the 
industries producing goods and services for 
our people. If we deny people the right to 
purchase securities, we deny industry the 
right to continue increasing its production 
and services to us. 

Our present taxation laws are really deny- 
ing many of us our right to purchase securi- 
ties. When a large part of our income is 
taken from us, we reduce our investments. 
When these reductions in investments are 
made, our living standards are reduced, as 
our production will be curtailed. And when 
corporations must pay too high taxes, divi- 
dends will be reduced. This all adds up to 
one thing: an unjust tax structure will defi- 
nitely cancel out many of the efforts and 
advances made by industry. 


H. B. MM. 
HERSHEY, PA. 


My attention focused immediately 
upon four stocks of the 15 in a table headed 
“Course of Sampled Stock Prices During a 
Sluggish Year”—found in the September 
number. These were the four that made 
price gains to be reckoned as handsome ones 





in any year. Two of the stocks were chemical 
company issues, the third was a container 
company issue and the fourth was the stock 
of a food chain store system. Here was a 
commentary upon diversification. The chem- 
ical companies had the edge, perhaps, over 
the other two because this year, which was 
the period covered by the tabulation, has 
been a year when science in many forms has 
caught the public imagination to an un- 


usual degree. I Ks. 
WASHINGTON, D. C. 
The adjournment of Congress . . . has 


often been credited in securities market com- 
ment with causing traders to sigh with relief. 
After sighing with relief, they bought stocks 
and prices improved; but this autumn, al- 
though I watched closely for such comment 
in newspapers and kept an eye on price 
movements. nothing unusual was found to be 
attached to the adjournment. Fashions in 
explaining market fluctuations change as the 
years pass. I had thought, though, that the 
legislators’ return to their distant homes 
during controversial times would be a per- 
ennial influence on prices of common stocks. 
F. M. McK. 
Epiror’s Note: The adjournment occurred at a 
moment when investors and traders in securities 
were preoccupied with several depressing forces: 
the steel and coal strikes, continuing high in- 
come and capital’ gains taxes and an uncertain 
autumn business prospect. Whether or not the 
adjournment figured in the market’s psychology 
at all, it could be said that unfavorable situa- 
tions did not carry prices down. 


CHATHAM, NN. 3. 
Strikes have been tenacious this year, last- 
ing in many instances from three to five 
months or It is hardly conceivable 
that the steel and coal disputes could be 
continued so long, for the national interest 
is seriously affected by such fundamental 


more. 


stoppages. But if they should be protracted. 


what about investors’ income from divi- 


Letters to the editor in whole or in part, are presented here as a contribution to current 


discussion of investment, economic and general financial subjects of public interest. 


dends? The earnings of scores of corpora- 
tions dependent upon coal and steel would 
retreat, the economy could be 
altered radically. I refer to these strikes, 
which may well be settled soon, as a kind of 
premise to a broad suggestion: this would 
be to have a corporation’s management and 
leaders of the unions concerned choose im- 
partial cost-accountants and economists and 
let them determine whether a wage raise, 
pension benefits, etc. would be justified by 
business volume and profits, abiding by their 
decision instead of drifting into a strike. 


G. D. 


investors’ 


TRENTON, N. Jj. 

... The article (about the chemical in- 
dustry) was right up my alley. I am not 
saying whether Ill buy chemical company 
shares for my next investment; still I don’t 
mind saying that there were ideas in the 
article that I could work over and pursue 
into a search of statistics with a broker’s 
help. . 
has been. 


A highly informative search it 
L. B. 
NASHVILLE, TENN. 

Perhz»vs this comment will be found pre- 
mature, but the stock market position since 
the coal and steel strikes began seems to 
warrant a little rejoicing. Prices have fended 
off the sinking spells a person might expect 
to result from basic production stoppages. 
Hence, investors in common stocks like my- 
self, who did some accumulating these last 
eight months, have been able to breathe 
freely—meaning that opening the financial 
pages of one’s newspaper has so far been 
unaccompanied by a sinking sensation com- 
ing from the sight of a flock of minus signs. 
Until my funds permit making additions to 
my stocks. I hope for a stable market. With 
funds to invest, which will be a bit after 
Jan. 1, T want to buy at lower prices. 


5. W..S; 


“We have a life of 


comfort and independence 


with the income from dividend-paying 
stocks | bought in my wage-carning years” 


hua! 


This is the story of an immigrant boy’s 
climb to financial independence .. . of the 
rewards he earned by his thrift and by his 
confidence in American industry. 


THOMASTON, CONN. 


In an unsolicited letter to the New 
York Stock Exchange, Mr. Johnson says: 
“T know there are countless people like 
myself who have benefited from the ex- 
istence of a national rnarket place for 
securities, where anyone can buy owner- 
ship shares, in whatever number desired, 
in America’s greatest companies.” 


1. “T landed in this country June 1, 1900, 
at the age of 17. I had nothing but the 
clothes on my back. But I had learned the 
trade of ironworker, and worked at it right 
up to my retirement a few years ago.” 


2. A stamp collection is one of my 
hobbies. But my greatest satisfaction 
comes from digging out facts about 
investments, looking for stocks 
of good companies that I think are 
selling for less than they’re worth.”’ 


3. “Years ago we started looking ahead 
to the day I could stop work and still have 
a comfortable life. We decided we could 
do it by me part of my wages into 


stocks and bonds of companies that would 4. **We get about 7.5% return on the money 
then be working for us. We have accumu- _ we have invested —not counting the increase in 
lated many different investments—most market value of our securities, which has al- 
of them common stocks. Our entire in- ways been important to us. We are not rich . 
come today comes to us regularly from _ but our income provides everything we need or 
those investments.”’ went. We have a satisfying life.”’ 


INVESTING FOR INCOME 


The industrial strength of America and longer...and their stocks today are 
is represented by the hundreds of yielding from 5 to more than 8 per cent. 
nationally-known companies which have To all who would invest their surplus 
their stocks and bonds listed onthe New _ funds productively, Member Firms of 
York Stock Exchange. Many of these the New York Stock Exchange, in 372 
companies have records of dividend pay- _cities across the country, cordially offer 
ments extending back 25, 50, 75 years their professional services. 


Invest wisely...through a Member Firm of the 


New York Stock Exchange 
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